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Winston-Salem State University 
Internal Audit & Compliance Services

2006-2007 Internal Audit & Assurance Strategy
Performance Summary  

This summary is designed to assess the risk status of key control systems that 
were included as a part of the 2006-2007 internal audit & assurance strategy.  This is 
being done in order to identify significant potential risks in existence for the university 
and mitigate corrective actions.  The intent is to place the key control systems within the 
university in a risk context.  With that, there can be a better probability for identifying, 
mitigating, and focusing university management’s attention on problem areas in which 
internal audit work was conducted during the past fiscal year.  If warranted, continuing 
internal audit work in the areas noted will be conducted during the current fiscal year.

This document is meant as a companion to the internal audit and assurance 
strategy (IAAS, which can be located beginning at page vii).  The IAAS has been 
designed and is being implemented for the fiscal year which ends on June, 30, 2008.  The 
IAAS is an internally-designed strategy intended to review operations and provide 
university management with reasonable assurances.  These assurances include 
determining whether the institution is operating effectively, efficiently and mitigating 
potential risks against a sound internal control structure which can be identified by 
ranking factors.   It is the intent to quantify the risk levels as either:  low, moderate, 
medium, high, with the goal of developing a visual scorecard.  A scorecard is seen as a 
tool to assist the university in describing and clarifying its internal audit strategy.  
Afterwards, internal audit’s performance measures can be aligned to the strategy.  A 
balanced scorecard then would be primarily concerned with the success of the overall 
internal audit strategy.  

The following matrix has been divided into the basic university units.  For each 
unit where an audit review was scheduled as a part of the IAAS for the preceding fiscal 
year, we examined: inherent risks; control techniques that would be expected to be 
implemented; effects of inadequate controls; and, lastly the control methods implemented 
by university management in the specific area during the preceding fiscal year.  
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2006-2007 Internal Audit & Assurance Strategy
Performance Summary

Key 
University 

Control 
System

Inherent Risk(s) Control Techniques 
expected

Effects of 
Inadequate 

Controls

Control Methods by 
Management

Information 
Systems, 
technology 
and 
resources 
(IR)

A weak control 
environment 
affecting general, 
application, 
security, and 
system controls.

The university not 
being prepared to 
properly respond 
and continue 
normal business 
operations in the 
event of the 
disruption of 
business 
operations or a 
disaster.

University 
management 
implements 
processes & 
procedures designed 
to enhance the 
effectiveness of and 
internal controls in 
this university area. 

1.  Inability of the 
area to respond to 
threats targeting the 
university’s 
information 
resources.  
2.  Information 
resources lacking 
the ability to 
properly service the 
university’s staff, 
faculties, and 
students in a safe, 
secure networking 
and client-server 
environment. 

During the 2007 fiscal year IR 
partnered with internal audit to 
review their internal control 
strengths and weaknesses.  The 
IR management began creating, 
updating, and revising internal 
policies and procedures in an 
effort to strengthen their internal 
control environment.  
This area is still considered a 
high risk for the university by 
internal audit.

Pre-College 
Programs

Lack of strong 
internal controls 
governing the 
administration of 
the pre-college 
programs, 
including cash 
collections.

The university’s 
pre-college 
programs are not 
being operated in 
compliance with 
established 
procedures.

Strong internal 
controls over the 
cash collected in this 
university area are 
implemented and 
enforced.

University 
management 
implements 
processes to insure 
the programs are 
being operated in 
compliance with 
established policies 
& procedures.

1. Fraudulent 
activities being 
conducted within 
the pre-college 
programs without 
the risk of 
detection.  
2.  The programs 
are being 
conducted in a 
ways violating 
Federal, State or 
university policies 
and procedures.
3. Negative public 
exposure.  

During the 2006 fiscal year 
university management in 
response to internal audit’s report 
on the pre-college programs 
began reorganizing this area.  
This reorganization continued 
through the 2007 fiscal year.  The 
process of collecting cash was 
discontinued.  In addition, the 
HCOP program was discontinued 
during the 2006 fiscal year and 
the Upward Bound program 
during the 2007 fiscal year.  As a 
result, there are a small number of 
pre-college programs in existence 
on campus.  Acceptable risk.

Purchasing The Purchasing 
area not operating 
in accordance 
with established 
policy and 
procedure.

The PurCard 
Program has 
operating 
weaknesses not 
initially identified 
and prior to 
implementing the 
PurCard in all 
campus areas.

Review of the 
current purchasing 
policies and 
procedures for gaps.

Strengthening the 
existing system of 
internal control over 
purchases, bids, and 
the use of the 
university purchasing 
card.

1. Failure to 
operate the 
purchasing area in 
accord with 
university and State 
policies.
2. Negative public 
exposure; bid 
process not being 
properly conducted 
in accord with State 
and university 
policies; potential 
for fraud and 
abuse.
3.  Failure by 
campus dept. to 
properly use the 
PurCards.

Internal audit conducted a 
compliance/performance audit of 
the purchasing area during the 
fiscal year ending on June 30, 
2007.  The audit program was 
designed to include a review of 
the purchasing and bid processes, 
purchasing cards, and how the 
transactions were accounted for in 
the accounts payable cycle.   

Based on the results of this 
performance review, the 
purchasing area management is in 
the process of revising and 
implementing new policies, 
processes, and procedures.  
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Key 
University 

Control 
System

Inherent Risk(s) Control Techniques 
expected

Effects of 
Inadequate 

Controls
Control Methods by 

Management

Purchasing 
cont’d.

Failure by the 
accounts payable 
area to pay 
vendors in a 
timely manner.  

Invoices not going 
directly to the 
accounts payable 
area but to 
campus 
departments.

Management review 
of the accounts 
payable process to 
determine gaps.  

Strengthen punitive 
measures taken 
against campus 
departments for 
failure to follow 
established policy 
and procedure.  

4.  Reputation risk; 
companies will no 
longer risk doing 
work with the 
university for fear 
of non-payment. 
5.  Fraud or misuse 
of university assets. 
6.  The risk of 
improper payments 
for goods/services 
never received.  

Adopt and enforce more rigorous 
policies involving the process 
used by campus departments 
submitting documentation in 
support of purchases.  

Review of the current internal 
policies surrounding university 
departments insuring the accounts 
payable area receives 
notifications when goods are 
received; and ensuring valid 
invoices are received in a timely 
manner.  Moderate risk; the 
risks should be monitored.

Campus 
Police 
Parking 
Fines & 
Permits

Inability to 
account for all 
revenue generated 
from selling 
parking permits 
and decals.  

Proper internal cash 
controls 
implemented to 
insure all cash 
collected is properly 
accounted for. 

1.  Inability to 
properly account 
for all revenue 
generated from the 
sale of parking 
permits and the 
issuance of parking 
fines.  

As a result of the 2006 internal 
audit of the parking fines, decals 
and all fees collected by the 
Campus Police Department, 
corrective action was taken by the 
management of this area to 
strengthen the controls over the 
cash collection process.   These 
internal controls have 
strengthened the cash collection 
process in this area.  
Acceptable risk.

Financial 
Aid

The financial aid 
area would be 
unable to 
successfully 
administer 
federally-funded 
financial aid to 
the university 
students.  

Financial aid 
could lose their 
ability to receive 
student aid funds. 

1.  Monitoring and 
coordinating the risk 
management 
processes and 
outcomes.
2.  Educating the key 
areas involved in the 
financial aid process 
to the risks resulting 
from failing to 
adequately respond 
to the compliance 
exceptions noted.
3.  Articulating and 
communicating the 
objectives of the 
organization.

1.  Reputation risk; 
the university could 
potentially suffer 
irreparable harm 
ultimately affecting 
their constituents if 
they were unable to 
adequately 
administer financial 
aid to eligible 
students.  
2.  The university 
risks jeopardizing 
their financial aid 
funding received 
from lenders.
3. The university 
would be unable to 
implement and 
sustain corrective 
action in response 
to the compliance 
exceptions cited by 
the 2006 Dept. of 
Education review 
team.  

Financial aid is still viewed by 
internal audit as a high risk 
area for the university.  
The management of the financial 
aid area took the necessary steps 
during the fiscal year which 
ended on June 30, 2007 to comply 
with the findings and 
recommendations issued as a 
result of the U.S. Department of
Education’s program review 
(these findings/ recommendations 
were issued during late 2006).  
However, other events unfolded 
during the latter portion of the 
2007 fiscal year.  These events 
resulted in additional audit test 
work being performed in this 
area. These audit activities are 
still underway.  For this reason, 
internal audit work will be 
conducted also during the fiscal 
year which ends on June 30, 2008 
in this university area.  
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Key Univ.
Control 
System

Inherent Risk(s) Control Techniques       
expected

Effects of 
Inadequate 

Controls
 

Control Methods by 
Management

Immigration 
& Visas

Undocumented 
faculty, staff, or 
students working 
or attending 
classes at WSSU.

University 
management has 
adequate internal 
controls in place to 
provide reasonable 
assurance faculty, 
students, and other 
individuals holding 
visas issued for 
educational or work 
purposes in the US 
are participating in 
these activities in 
accordance with U.S. 
immigration laws.

The university 
could potentially 
face sanctions from 
regulatory bodies 
for failing to 
review and monitor 
the status of 
faculty, staff, or 
students holding 
varying types of 
visas and 
simultaneously
working or 
attending WSSU.  

Internal audit work in this area 
will be re-scheduled and 
included on the IAAS for the 
fiscal year ending on June 30, 
2008.
Moderate risk. 

NCAA 
Review

Student athletes 
could be 
academically 
ineligible to 
participate in team 
sports.  
University athletic 
programs could be 
operating in 
violation of the 
NCAA as well as 
university rules 
and regulations.  
Revenue 
generated for 
athletic activities 
could be 
improperly 
accounted for and 
not properly 
reflected in the 
university’s 
financial records.

The management of 
the athletics area 
should provide 
university manage-
ment with reasonable 
assurance the 
athletics program is 
operating in 
compliance with 
established policy 
and procedures.  

1. The WSSU 
athletic programs 
could potentially 
jeopardize their 
eligibility to 
participate in 
athletic events and 
competition if 
found in violation 
of NCAA rules and 
regulations.
2.  Student athletes 
could possibly 
become ineligible 
for grants, 
scholarships, and 
other forms of 
financial aid if 
regulatory bodies 
sanctioned the 
university for non-
compliance with 
established policies 
and procedures.   

The athletic department/NCAA 
internal audit review was 
completed during the fiscal year 
which ended on June 30, 2007.  
Findings and recommendations 
discussed by internal audit with 
the athletic department 
management and corrective action 
was noted.  

Acceptable risk

Ethics 
Hotline 
Reports  
(and State 
Property 
Incident 
Reports)

Instances of fraud, 
waste, and abuse 
are not reported 
and remain 
undetected; 
resulting in 
significant losses 
for the university.  

To provide 
reasonable assurance 
the university 
community is 
educated about their 
responsibilities for 
reporting instances 
of known or 
suspected instances 
of fraud, waste or 
abuse.  

1.  Instances of 
fraud, waste or 
abuse of university 
or State property 
will go unreported 
by university 
faculty, staff or 
students.  
2.  The university 
community will not 
recognize the value 
of promptly report 
unusual, improper 
or illegal acts to the 
appropriate levels 
of management.

1.  Educate the campus 
community about their 
responsibility for reporting known 
instances of fraud, waste and 
abuse & their protection from 
retaliation when reporting acts.  
2.  Provide easy access for all 
users to report known instances of 
fraud, waste and abuse of 
university or State resources.  
3.  Ensure the Internal Audit 

Ethics Line and email box is 
consistently monitored; and 
a system has been developed for 
reporting information obtained via 
the Internal Audit Ethics Line and 
email in a timely manner. High Risk  
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Winston-Salem State University 
Scorecard:  Summary of risk levels

For the fiscal year ending on June 30, 2007

The scorecard is used to provide a visual depiction of the risk levels of areas reviewed 
during a fiscal year period.  The risk levels are ranked simply from low risk to high risk 
with a number scheme of 1 to 10.  The risk level is determined in an area based upon 
several factors.  These factors include but are not limited to:

§ The inherent risk(s) in an area.
§ The expected control techniques designed by university management.
§ The effects of inadequate controls in an area or the effect upon the university if 

adequate controls are not applied.
§ The control methods cited by management, designed to mitigate risk and improve 

the overall function within a designated university area.
§ Internal audit recommendations for improvement coupled with the determination 

of whether or not university management has implemented corrective action 
within the period under review or has indicated that corrective action will be 
implemented within a reasonable period. 

During the fiscal year which ended on June 30, 2007 eight key control systems were 
planned to be examined within four of the five university units:  Provost 
Office/Academic Affairs, Finance & Administration, Student Affairs, and Chancellor’s 
Office.  The Chancellor and cabinet level officers also had a significant number of areas 
which came under review by internal audit during that same period and are included in
the previously mentioned control systems.  To summarize the key control systems that 
were reviewed or scheduled for review, it could be reasonably determined based upon 
internal audit’s review that:

§ 3 of 8(38%) of the key control systems were determined by internal audit to still 
be high risk areas at the 2007 fiscal year end and each area will be included as a 
part of the internal audit and assurance strategy and as such, be scheduled for 
review during the current fiscal year ending on June 30, 2008;

§ 3 of 8 (38%) of the key control systems were audited by internal audit during the 
2007 fiscal year and based upon the management responses and corrective action 
plans have been determined to have acceptable levels of risk; 

§ 1 of 8 (13%) of the key control systems were audited by internal audit during the 
2006 fiscal year and follow-up activities were conducted during 2007; and, 

§ for 1 of 8 (13%) of the key control systems no internal audit was performed 
during the 2007 fiscal year. This area is considered a low risk area for the 
university however, it will again be included as a part of the internal audit and 
assurance strategy similar to the three previously mentioned control systems and 
will be scheduled for an internal review during the current fiscal year which ends 
on June 30, 2008.    
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In sum, it appears as though the university has a scorecard for the fiscal year which ended 
on June 30, 2006 that reflects half of the key control systems (4 of 8 or 50%) having an 
acceptable level of risk.   However, it should be noted that the key control systems were a 
high level of risk is noted the potential exists for the university to have reputation risk as 
a result of these activities.   In this light, it is recommended the university implement 
proactive measures to reduce the risk of exposure by the university to less than favorable 
results in key units.  Although university management in conjunction with internal audit 
continues to better identify key areas in which the potential exists for exposure to the 
possibility for inadequate controls, it has been determined that a scorecard is a sound tool 
for management use and discussion.  The scorecard provides university management with 
a visual depiction of problem areas.  In this light, university management can effectively 
focus their attention on problem areas in which continuing internal audit and compliance 
work will be conducted during the ensuing fiscal years.    
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2007-2008
INTERNAL AUDIT 

& 
ASSURANCE STRATEGY
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2007-2008
INTERNAL AUDIT 

& 
ASSURANCE STRATEGY

FOCUS:  To align internal audit’s role, responsibilities and resources to strategically evaluate key 
control systems by determining organizational risks and priorities while assessing the quality of 
assurance within auditable university units. 

Divisional Components:
University 

unit
Key Control 

Systems
Assurance 

Responsibilities
Organizational 

risks and 
priorities

Internal audit 
role and 

responsibility
Provost Office/ 
Academic 
Affairs

School of Health 
Sciences 
(Performance Audit)

To provide reasonable 
assurance the School of 
Health Sciences is 
achieving their internal 
as well as the 
university’s overall 
goals and objectives.

Priorities: To insure 
the operational 
efficiency of the School 
of Health Sciences.
Risks: 1. Weak control 
environment.  
2.  High risk of 
noncompliance with 
established procedures.
3.  Failure to have 
published policies and 
procedures.
4.  Failure to have 
adequate oversight of 
the activities in the area.
5.  Failure to have a 
system in place to 
address any deficiencies 
noted.  

1.  Identify the 
potential threats to 
the achievement of 
the university’s 
goals and objectives 
relative to this 
university area.    
2.  Identify areas of 
high risk for the 
university.

Information Systems 
(State Audit)

To provide reasonable 
assurance the university 
is prepared for the 
information systems 
review to be conducted 
by the Office of the 
State Auditor, 
Information Systems 
Division.

Priorities: To insure 
the operational 
efficiency of the 
information resources 
area.
Risks: 1. Weak control 
environment.  
2.  High risk of 
noncompliance with 
established procedures.
3.  Failure to have 
published policies and 
procedures.
4.  Failure to have 
adequate oversight of 
the activities in the area.
5.  Failure to have a 
system in place to 
address any deficiencies 
noted.   

1.  Identify the 
potential threats to 
the achievement of 
the university’s 
goals and objectives 
relative to the 
information 
resources.   
2.  To determine the 
propriety of the 
university’s 
information 
resources 
organization.
3.   Identify areas of 
high risk for the 
university.

University College –
Cash Collections 
(Special Review)

To provide the 
university with 
reasonable assurance the 
internal controls 
governing cash being 
collected in the 
University College are 
effective and efficient.

Priorities: To examine 
the internal controls 
surrounding the cash 
collection process in the 
University College.
Risks: 1. There are 
insufficient internal 
controls over cash being 
collected, resulting in a 
high risk of the misuse 

1.  Review the 
internal controls and 
the processes in 
place governing 
cash being collected 
by the University 
College. 
2.  Determine 
whether the 
employees 
responsible for 
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University 
unit

Key Control 
Systems

Assurance 
Responsibilities

Organizational 
risks and 
priorities

Internal audit 
role and 
responsibility

or defalcation of these 
cash assets.  

collecting cash are 
following 
documented 
procedures.
3. Determine if the 
area is operating in 
line with the 
university’s goals 
and objectives.

Finance & 
Administration

Grants & Contracts 
(Compliance Review)

To determine whether 
the grant and contact 
process is operating 
efficiently and 
effectively.

Priorities: The 
university is operating 
in an efficient manner 
when obtaining, 
maintaining, and 
reporting on grant 
funds.
Risks: Grants are not 
being properly 
managed; failure to 
comply with established 
policies and procedures 
governing grants and 
contracts; failure to 
consistently report on 
grant activities in a 
timely manner.    

1.  Identify the 
possible internal 
control weaknesses 
that could result in 
poor grant or 
contract 
management.

University Ticket 
Office 
(Special Review)

To determine the 
propriety surrounding 
the cash transactions in 
the university ticket 
office.  

Priorities:  All revenue 
generated from ticket 
sales is properly 
accounted for.
Risks: The inability to 
properly account for all 
revenue generated from 
ticket sales and related 
ticket office cash 
transactions.  

1.  Identify the 
inherent control 
weaknesses 
surrounding ticket 
and other sales to 
faculty, staff, 
students and the 
general public.

University 
Advancement

MSEN & Mass 
Communications 
Foundation Student 
Accounts 
(Compliance Review)

To determine the 
propriety of designated 
university funds on 
deposit and being 
managed by the 
university Foundation. 

Priorities: All 
university departmental 
accounts are being 
properly managed and 
funds can be accounted 
for.
Risks: Funds on 
deposit in the WSSU 
foundation from 
university departments 
cannot be properly 
accounted for.  

1.  Identify the 
inherent control 
weaknesses 
surrounding the 
management of 
departmental funds 
on deposit with the 
WSSU foundation.  

Student Affairs Financial Aid Refund 
Checks  (Investigative 
Review)

To perform an 
investigative review into 
allegations of fiscal 
impropriety affecting 
student financial aid 
refund checks. 

Priorities: To provide 
university management 
with information to 
make key management 
decisions resulting from 
allegations of fiscal 
improprieties and 
student financial aid 
refund checks.  
Risks: 1. Reputation 
risk for the university.
2. Weak internal control 
environment.  

1.  Articulating and 
communicating the 
key areas involved 
in the financial aid 
refund debacle and 
the risks resulting 
from failing to 
adequately respond 
to the exceptions 
noted.
2.  Monitoring and 
coordinating the 
follow up.
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University 
unit

Key Control 
Systems

Assurance 
Responsibilities

Organizational 
risks and 
priorities

Internal audit 
role and 
responsibility

Chancellor’s 
Office & 
Cabinet

Immigration &Visas
(Special Review)

Provide university 
management with 
reasonable assurance 
immigrant and 
nonimmigrant faculty, 
students, and other 
individuals holding 
visas to be educated or 
work within the US are 
doing so in accordance 
with U.S. immigration 
laws.

Priorities: Ensure the 
university is in 
compliance with federal 
immigration regulations.
Risks: 1. The 
university has failed to 
monitor the status of 
faculty, staff, or 
students holding varying 
types of visas and 
simultaneously working 
or attending WSSU.  

1. Identify the 
inherent weaknesses 
surrounding the 
process for students 
enrolling in or 
faculty and staff 
working for the 
university while in 
the U.S. on the 
varying types of 
visas.  

Business Continuity & 
Disaster Recovery
(Compliance Review; 
will be combined with 
the State Audit, above)

Provide university 
management with 
reasonable assurance 
that the Business 
Continuity /Disaster 
Recovery Plan is up-to-
date and on file.

Priorities: Ensure the 
Business Continuity/ 
Disaster Recovery Plan 
covering all university 
areas has been updated 
and tested.  
Risks: The university 
has failed to prepare an 
updated Plan for use 
within the university.

1.  Continue to 
coordinate efforts 
between internal 
audit, the executive 
assistant to the 
chancellor, 
university 
departments, and 
campus police to 
prepare updates to 
the current 
document.
2.  Provide adequate 
internal audit 
follow-up to all 
university areas 
ensuring all 
information is in 
line with the 
university goals and 
objectives relating 
to disaster recovery.

Ethics Hotline Reports/
State Property Incident 
Reports
(Special Review)

Provide university 
management with 
reasonable assurance the 

Ethics Line is operating.
Provide assurance that 
all State property 
incident reports are on 
file.

Priorities: Ensure the 
university community is 
educated about the 
existence of the Ethics 
Line.  

All incidents are 
immediately reported to 
Campus Police.

Risks: Ethics Line is 
not being used by the 
university community.

Failure by campus 
departments to report all 
instances of the misuse
of university assets.

1.  Educate the 
campus community 
about their 
responsibility for 
reporting known 
instances of fraud, 
waste and abuse of 
university resources.  
2.  Provide easy 
access for all users 
to the Ethics Line.  
3.  Ensure the Ethics 
Line is consistently 
monitored. 
4.  Insure a system 
has been developed 
for monitoring and 
reporting on 
information 
obtained via the 
Ethics Line.  
5.  Coordinate 
efforts between 
internal audit, legal 
affairs and campus 
police & provide 
adequate internal 
audit follow-up to 
reports made.
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Executive Summary

Winston-Salem State University
Pre-College Programs

For the fiscal year ending on June 30, 2007

During the 2006 fiscal year university management in response to internal audit’s report 
on the pre-college programs began reorganizing this area.  This reorganization continued 
through the 2007 fiscal year.  The process of collecting cash was discontinued.  In 
addition, the HCOP program was discontinued during the 2006 fiscal year and the 
Upward Bound program during the 2007 fiscal year.  As a result, there are a small 
number of pre-college programs in existence on campus.  It is internal audit’s opinion that 
this area is being conducted in accordance with established policy and therefore 
university management can accept the risks associated with these activities. 
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Executive Summary

Winston-Salem State University
Campus Police Parking Fines and Permits

For the fiscal year ending on June 30, 2007

As a result of the 2006 internal audit of the parking fines, decals and all fees collected by 
the Campus Police Department, corrective action was taken by the management of this 
area to strengthen the controls over the cash collection process.   These internal controls 
have strengthened the cash collection process in this area. To this end, internal audit 
considers the activities in this area an acceptable risk for university management.



Internal Audit & Compliance Services
2007 Annual Report 
September 2007

Executive Summary

Winston-Salem State University
Financial Aid 

For the fiscal year ending on June 30, 2007

The management of the financial aid area took the necessary steps during the fiscal year 
which ended on June 30, 2007 to comply with the findings and recommendations issued 
as a result of the U.S. Department of Education’s program review (these findings/ 
recommendations were issued during late 2006).  However, other internal events 
unfolded during the latter portion of the 2007 fiscal year directly affecting the 
organizational activities in the financial aid area. These events resulted in additional 
audit test work being performed in this area. These audit activities are still underway.  
For this reason, internal audit work will be conducted also during the fiscal year which 
ends on June 30, 2008 in this university area.  This area is considered a high risk for the 
university. 
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Executive Summary

Winston-Salem State University
Immigration & Visas 

For the fiscal year ending on June 30, 2007

The university could potentially face sanctions from regulatory bodies for failing to 
review and monitor the status of faculty, staff, or students holding varying types of visas 
and simultaneously working or attending WSSU.  Internal audit originally scheduled a 
review of immigration status and visas for faculty, staff, or students during the fiscal year 
which ended on June 30, 2007.  However, this audit was not conducted.  To this end, 
during the 2008 fiscal year internal audit’s intent is to perform audit tests to determine 
whether university management has adequate internal controls in place to provide 
reasonable assurance faculty, students, and other individuals holding visas issued for 
educational or work purposes in the US are participating in these activities in accordance 
with U.S. immigration laws.



Internal Audit & Compliance Services
2007 Annual Report 
September 2007

Executive Summary

Winston-Salem State University
Cyclical Audits

For the fiscal year ending on June 30, 2007

During each fiscal year, internal audit is required to perform specific audits within the 
university. These internal audit activities are generally referred to as cyclical audits due 
to their recurring nature.  Most if not all of these activities (with the exception of the cash 
audits performed during the year) are conducted at the fiscal year end.  The cyclical 
audits for this campus include the:  

• Flexibility management review;
• Fixed assets review;
• Oil/fuel and campus post office inventories; 
• Office of the State Controller ~ Self-Assessment of Internal Control and, 
• Cash counts.

Flexibility management review
Per N.C. General Statutes §§116-30.1 through 116-30.3, universities under The 
University of North Carolina System (UNC) meeting specific budgetary, management, 
financial reporting, and other requirements qualify as Special Responsibility Constituent 
Institutions (SRCI).  SRCIs can expend unused salary funds for non-personnel purposes 
(i.e., lapsed salaries) and may be able to carry forward a portion of unused state 
appropriations to subsequent fiscal years.  Expenditures of lapsed salaries and funds 
carried forward are known as flexibility expenditures.

It is a requirement that internal auditors at the UNC constituent institutions conduct 
annual testing of flexibility expenditures.  The purpose of this review is to determine the
propriety of lapsed salaries and the validity of funds being carried forward per the annual 
flexibility management plan submitted by the university chancellor to the UNC Office of 
the President.  

Based on the results the internal audit review of the 2006-2007 chancellor’s plan and 
management of the flexibility expenditures at Winston-Salem State University it can been 
determined the controls related to the university management oversight and spending of 
these funds are sufficient.  

Fixed assets review
As a part of internal audit’s year-end activities an inventory of the university’s fixed 
assets was conducted.  This physical inventory took place the week of June 18 through 
22, 2007, was based on a total population of 1,122 items and consisted of sampling 
varying classes of university fixed assets.  These groups included but not were limited to 
a sample of items valued: (a) up to $2,499; (b) between $2,500 and $4,999; (c) 
capitalized items equal to or greater than $5,000; (d) and computers and peripherals and 
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resulted in performing audit tests on a sample of 113 items. No major reportable findings 
were noted by internal audit as a result of this review.   

Fuel/Oil Inventory
The inventory of the university’s oil/fuel reserves took place on Friday June 29, 2007.  It 
was conducted by an assigned individual from the Facilities Management area and 
observed by designated representatives from internal audit. The fuel oil total for the fiscal 
year ending on June 30, 2007 was recorded as $214,610.31.

Campus Post Office Inventory
The campus post office is a contract station of the U.S. Postal Service and is located on 
the ground floor of the Cleon F. Thompson, Jr. Student Services Building.  The campus 
post office is a full service facility selling stamps and money orders.  They also 
send/receive U.S. mail and internal campus mail deliveries, in addition to maintaining 
post office boxes for students. The post office inventory consists of cash drawers and 
stamp stock. Inventories are conducted within the post office to provide the university 
with reasonable assurance of the internal controls within the area. The annual post office 
inventory is normally conducted by internal audit and designated representatives from the 
U.S. Postal Service.  For the current fiscal year the inventory was conducted on June 19, 
2007.   It was determined that $7,618.85 in cash and stamp stock was on hand when the 
inventory count was conducted.  No major reportable findings were noted by internal 
audit as a result of this inventory.   

Office of the State Controller ~ Self-Assessment of Internal Control for 2007
For each fiscal year, state agencies, universities, community colleges and occupational 
licensing boards are required to complete the Self-Assessment of Internal Control.  The 
completed internal control questionnaire indicates strengths and weaknesses in the 
accounting system controls.  The existence of an adequate internal control system will 
provide reasonable assurance that agency’s financial statements are fairly represented.  
The self-assessment also serves as the internal control questionnaire for the Office of the 
State Controller and the Office of the State Auditor.  

At WSSU, the Office of Internal Audit & Compliance Services has historically been 
responsible for the annual completion of the questionnaire and annually reviewing this 
information.  The questionnaire is completed for the current operation of each cycle for 
the fiscal year end.  As a State requirement, the Office of the State Controller requires a 
Confirmation of Self Assessment of Internal Controls be completed and returned, not later 
that July 31st of each year. No major reportable findings were noted by internal audit as a 
result of administering this questionnaire.  The confirmation was properly prepared and 
submitted on July 31st to the Office of the State Controller.  

Cash counts
Cash is maintained in a handful of campus departments.  With the exception of the 
university cashier, this cash takes the form of petty cash and is provided for the 
convenience of the departments.  Internal audit performs random cash counts throughout 
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the year to determine the propriety of the internal cash controls over the process in the 
cashier’s office and other areas having petty cash.   No major reportable findings were 
noted by internal audit as a result of any cash counts conducted in the cashier’s office or 
any other area during the 2007 fiscal year.  
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Executive Summary
Special Review:  Student Support Services
For the fiscal year ending on June 30, 2007

Internal audit and compliance services received information from the vice president for 
finance – The University of North Carolina General Administration (GA) informing 
internal audit of information reported to GA from a WSSU employee.  The employee 
alleged instances of fiscal impropriety against the director of the university’s student 

support services area.  Upon receipt of this information, internal audit began an internal 
assessment to determine the validity of the claims.  Accordingly, the scope of this review 

was limited to evaluating allegations of fiscal impropriety made against the campus 
program administrator and the related transactions occurring within the 9-month period 

of July 1, 2006 through March 31, 2007.  The full report follows. 
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Winston-Salem State University
Internal Audit & Compliance Services

Special Review: Student Support Services
Reported Issues of Fiscal Impropriety

For the fiscal year ending on June 30, 2007

OBJECTIVE:  To determine the validity of alleged fiscal improprieties within Student 
Support Services.

BACKGROUND:  Student Support Services is a federal TRIOi program funded by the 
U.S. Department of Education.  The program’s current funds were allocated in 2005 
under a five-year grant award.  The goal of the TRIO program is to provide student 
support and academic support to low income, first-generation and disabled students.  At 
WSSU, the Student Support Services area consists of a director and other supporting 
personnel.   These individuals are responsible for insuring the program meets all 
operational requirements. To sustain continued federal funding the terms and conditions 
of the grant agreement must be met by those assigned specific program responsibilities 
within the university.

SCOPE:  Internal audit and compliance services received information from the vice 
president for finance – The University of North Carolina General Administration (GA) 
informing internal audit of information reported to GA from a WSSU employee.  The 
employee alleged instances of fiscal impropriety against the director of the university’s 
student support services area.  Upon receipt of this information, internal audit began an 
internal assessment to determine the validity of the claims.  Accordingly, the scope of this 
review is limited to evaluating allegations of fiscal impropriety made against the campus 
program administrator and the related transactions occurring within the 9-month period 
of July 1, 2006 through March 31, 2007.  

REPORT FORMAT:  This report is intended to be constructive in nature and provide 
management with relevant information useful for making decisions. The absence 
therefore of complimentary comments is in no way intended to imply that the operating 
practices or internal controls surrounding this area are in any way weak or deficient.  

METHODOLOGY:  The internal audit procedures called for a review of the grant 
conditions and travel taken by the director of student support services for the fiscal year 
ending on June 30, 2007 (our scope was limited here to travel for the 9-month period of 
July 1, 2006 through March 31, 2007).  To accomplish the audit objectives, interviews 
were conducted of appropriate university personnel and internal documents were 
reviewed to assist in formulating audit conclusions.  

FINDINGS AND RECOMMENDATIONS:  Based on internal audit’s review no major 
reportable findings were noted.  However, several human resource and organizational 
management issues in the Student Services area were reported in the WSSU employee’s 
correspondence sent to GA.  The issues were referred to the appropriate university senior 
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management, for review.  Internal audit subsequently met with the interim human 
resource director and the associate provost, gaining reasonable assurance the personnel 
matters were being properly addressed by university management and were not of a 
nature warranting internal audit attention.  With that said, no further discussion about the 
human resource or organizational management issues will be included here.  There were 
however incidences noted where university policies and procedures had not been strictly 
followed resulting in minor departures from the rules which warrant internal corrective 
action.   In the letter sent to GA, these departures from the rules were cited as “…possible 
accounting discrepancies with EXCEL/SSS money.”  

Based on internal audit’s review these departures from the rules included:
Ø not turning in travel reimbursement forms within the prescribed period;
Ø not obtaining management approval (the second signature from senior 

management) on reimbursement forms;
Ø not making certain all documentation required by the accounts payable area was 

received in a timely manner (a student was overpaid and the amount not remitted 
to accounting in a timely manner); and

Ø overpaying students for the per diem (for lunch) when lunch was actually 
provided by the activity attended.

The director took four trips between July 27, 2006 and February 10, 2007.  Two trips July 
27, 2006 and September 6, 2006 were to university approved seminars.  The other two 
trips on September 22, 2006 and February 10, 2007, involved taking students and cost 
$281.25 and $265.50, respectively.  The trip for which allegations of fiscal impropriety 
surfaced was on February 10, 2007.  

The February 10, 2007 trip was a one-day activity. The travel reimbursement form 
should have been submitted to the university accounting office, five days after returning.  
However, the supervisor did not submit the travel reimbursement form until March 26, 
2007, nearly 45 days later.  When submitted, the form did not have the proper 
management approval signature, verifying the accuracy of the information submitted for 
reimbursement.  As well, one student who attended the February 10, 2007 trip was 
overpaid the $29.50 stipend.  When the reimbursement form was turned in to the 
accounting department, there was a discrepancy between the amount advanced and the 
reimbursed amount in the amount of $29.50.  This discrepancy was resolved with 
accounting by the program supervisor.  On the September 22, 2006 trip involving 
students, the documentation submitted to support the travel expenditures indicated the 
students received lunch as a part of the activity. However, each student had received the 
in-State rate for lunch included as part of their per diem allotment.  The amount given to 
each student was negligible however if it was found to be a consistent practice within this 
program, in aggregate this could become material.    
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MANAGEMENT’S RESPONSE:  
“University management concurs with the findings and recommendations 
referred to above and will reinforce policies and procedures to all faculty and 
staff.”

CONCLUSION:  It was determined based upon internal audit’s review there were no 
material discrepancies surrounding the February 10, 2007 trip taken by the director of 
student support services with university students as reported by an employee to GA.  
Similarly, when reviewing the documentation surrounding the four trips taken by the 
director between July 27, 2006 and February 10, 2007, sufficient and reliable 
documentation could be located for each activity. Minor immaterial departures from the 
internal policies and procedures were noted in the documentation reviewed, however it 
appeared as though each trip was well documented and properly supported.  In sum, 
internal audit recommends university management re-emphasize the importance of 
employees following the university’s published policies and procedures to reduce the risk 
of transactions appearing incomplete and not in line with the rules.  When working 
together, properly communicating, and following established policy and procedure 
university management and employees can make certain the organization is strong and 
moving in the right direction.     
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Executive Summary 
Information Resources Audit

For the fiscal year ending on June 30, 2007

The Information Resources internal audit included a review of: general security issues, 
access controls, program maintenance, systems software, systems development, physical 
security, operations procedures, telecommunications and disaster recovery, which 
directly affect the university’s computer operations.  The purpose of conducting this 
review was to assist the university as they prepared for the impending Office of the State 
Auditor, Information Resources audit which was originally scheduled to take place 
during the fiscal year which ended on June 30, 2007.   The full report follows. 
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Winston-Salem State University
Internal Audit & Compliance Services Department Report

Information Resources 
For the fiscal year ending on June 30, 2007

OBJECTIVE: To determine whether practices and policies and computer operations are 
adhered to and adequate in Information Resources.

BACKGROUND:  The Department of Information Resources is a catalyst to support 
academic and administration to students, faculty and staff.  The department is located in 
the Elva J. Jones Computer Science Building. The department provides services to 
students, faculty and staff.   The Department of Information Resources is composed of 
four areas: Computing and Client Services, AIS (Administrative Information Systems), 
Communication Technologies and Security and CITTLE (Center for Innovative 
Teaching, Technology Learning and Evaluation). Computing and Client Services 
provides implementation, monitoring and support for all desktop computing systems, 
server, and client/server applications.  AIS supports reporting needs of the university, to 
provide an automated way to collect, store and process the university’s data, and provide 
technical expertise to departments as required.  Communication Technologies and 
Security is responsible for the design, implementation and support of the university’s 
voice, video and data network infrastructure.  CITTLE provides opportunities to enhance 
the quality of teaching and learning for students and quality of professional life for 
faculty through the infusion of technology.

SCOPE:  The scope of the Information Resources audit included: general security issues, 
access controls, program maintenance, systems software, systems development, physical 
security, operations procedures, telecommunications and disaster recovery, which 
directly affect the university’s computer operations.

REPORT FORMAT:  This report is centered on the Information Resources within the 
university and is intended to be constructive in nature.  The absence of complimentary 
comments therefore is no way intended to imply that the practices and policies of the 
university management in Information Resources area are weak or in any way deficient.
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FINDINGS AND RECOMMENDATIONS:

 1. The organizational charts do not reflect the current Information  
Resources Departmental structure. 

The organizational charts provided internal audit were last updated on May 8, 
2006.

Organizational charts represent the structure of an organization. WSSU    
organizational charts should identify the appropriate individuals responsible for 
key areas, in this case information systems and their functional areas.   

The lack of current organizational charts can result in university management 
lacking the ability to make sound management decisions.  Also, from a business 
continuity perspective, in the event of a system failure contacting the 
appropriate individuals would be delayed and this may cause a disruption of 
business operations. 

Recommendation No. 1

It is recommended that the university Information Resources department
update their organizational charts and the charts should consistently be updated 
as departmental changes occur.  This will ensure all departmental charts are 
current and reflect all personnel changes.

Management’s Response

“A revised organizational chart has been prepared.” (See Attached)

2. The internal control system has been changed within the Information 
Resources area but no documentation exists for management’s use to 
identify, document, and monitor these changes.

New policies and procedures governing the operations within the Information 
Resources area have not been developed, implemented, and effectively 
communicated.

The basic internal control structure within an organization consists of the:  
control environment, risk assessment, control activities, information & 
communication, and monitoring.  When control changes occur affecting either 
the control environment, accounting system or control procedures, they should 
be adequately documented.  This documentation ideally should be in the form 
of policies and procedures.  This information should be properly communicated 
both formally and informally to all with a need to know.



Internal Audit & Compliance Services
2007 Annual Report 
September 2007

Failure to develop and communicate clear policies and procedures for an area 
can easily result in improper management and weak internal controls.

Recommendation No. 2

It is recommended that the Information Resources area properly document     
their policies and procedures for internal use and for external distribution.  

Management’s Response

“General controls documents, policies, procedures, etc., are being revised and 
catalogued according to current WSSU IT business practices.  The final secure 
archive as well as distributable versions of its contents will be presented and 
discussed with university management and other stakeholders when work is 
completed and compiled.”

3.     The WSSU Board of Trustees has not approved the policies on: Computer 
& Network Usage, Data Classification, Non-Affiliate Access and the 
Virtual Private Networks (VPN).  

Per the most recent policies and procedures developed by the information 
resources area (i.e., since January 2007) and provided to internal audit, “this 
policy has been submitted for approval to the Winston-Salem State University 
Board of Trustees.” However, upon review of the WSSU Board of Trustee 
minutes from the December 2006 subcommittee meetings (e.g. Academic 
Affairs and Audit Committees) there was no evidence in support of these 
policies and procedures being brought forward for review, consideration and 
approval by the university’s governing body and management.  

All university policies and procedures must be properly approved by both 
management   and the Board of Trustees.  Documents are reviewed and 
approvals are granted when the WSSU Board of Trustees meets on a quarterly 
basis.  

The information resources area does not have approved policies and procedures 
governing their operations.  If the area were under review by regulatory groups 
or external entities they would lack properly approved guidance governing 
internal activities.  
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Recommendation No. 3

It is recommended that the management of the information resources area 
prepare and present all internal policies and procedures to senior management 
and the WSSU Board of Trustees for review, consideration, and approval.  

Management’s Response

“Draft versions of the documents are being reviewed by internal IT staff and 
will be sent to the university attorney within 20 days for subsequent review 
and/or approval by the university Cabinet and/or BOT.”

4. The general controls review questionnaire is incomplete.

The general controls review questionnaire was distributed by internal audit to
the information resources area for completion in December 2006.  To date,
this information has not been completed by designated individuals within the 
information resources area and returned to internal audit.   

The general controls review questionnaire is a tool used to evaluate the control
activities within a specific area.    

Internal audit is effective when they can achieve established goals and 
objectives.  The inability therefore of internal audit to review an 
organization’s operations impacts internal audit’s ability effectively to issue 
an opinion regarding control activities.  Although the general controls review 
questionnaire is only one mechanism to direct audit activities, the absence of 
this type of information impacts audit effectiveness.    

Recommendation No. 4

It is recommended the information resources area make every attempt to 
complete the general controls review questionnaire.  Accomplishment of this 
goal will enable internal audit to better determine the internal control strengths 
and weaknesses existing within this area and provide recommendations for 
improvement to the existing operations.

Management’s Response

“Updates to said documents are being made continuously-latest revisions 
(3/12/07, 3PM) are attachment to this communication.”(See Attached)
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5.      The Information Resources staff did not have job descriptions available to 
reflect current responsibilities.

  Job descriptions are not on file in the Information Resources department.
Job descriptions are lists of the general tasks, or functions, and responsibilities of 
a position.  Typically, they include to whom the position reports, specifications 
such as the qualifications needed by the person in the job, salary range for the 
position, etc.

In order to avoid problems or interruptions of day-to-day operations, it is   
essential that employees understand their responsibilities and how their work 
contributes to the overall mission of the university.

Recommendation No. 5

It is recommended that WSSU Information Resources keep job descriptions on 
file.  Job descriptions should be open to changes if needed and should be 
reviewed at least once per year by both employee and supervisor.

Management’s Response

“Draft job descriptions are being developed and/or reviewed for IT 
employees.”  (See Attachment)

6.  The server list could not be tied to the Trustkeeper report.

The server model numbers are not listed on the Trustkeeper report to     
identify the network scan vulnerabilities.

Trustkeeper reports analyze computer systems for vulnerabilities to ensure IT 
systems meet various security requirements such as HIPPA (Health Insurance 
Portability and Accountability Act), FERPA(Family Educational Rights 
Privacy Act) and Gramm Leach Bliley Privacy Act. The University may not be 
in compliance with the federal regulations governing privacy if the servers are 
not properly identified and protected.

Recommendation No. 6

It is recommended that the servers are identified by the model numbers on the 
Trustkeeper report to help identify the servers that are at a high risk of 
vulnerability.

Management’s Response

“A cross-walk/reference document is available upon request.”
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CONCLUSION:  It can be determined, based upon the internal audit performed that 
Information Resources are not keeping up-to-date to policies and procedures, current 
organizational charts and current job descriptions. Failure to develop and communicate  
clear and current information could easily result in control weaknesses.  Weaknesses in 
the university’s system control over Information Resources provide the foundation for 
lack of ability to make sound management decisions and disruption of business 
operations.   To ensure the university is operating efficiently and effectively it is 
imperative strong controls are put in place governing Information Resources.  The 
policies and procedures implemented should be adhered to by all students, faculty and 
staff of the university. 
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Executive Summary 
Purchasing Audit

For the fiscal year ending on June 30, 2007

The scope of the review into the purchasing and accounts payable department was 
designed to test internal control effectiveness, and compliance with the policies, 
procedures, rules, laws and regulations governing the purchasing process.  The review 
also included testing recorded transactions and the evidence supporting the transactions 
recorded in the university departmental accounts.  The scope on this internal audit was 
for the fiscal year which ended on June 30, 2007.  The full report follows.  
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Winston-Salem State University
Internal Audit Report

Special Review: Purchasing Department/Accounts Payable Department 
For fiscal year ending on June 30, 2007

OBJECTIVE:  To determine whether adequate controls are in place surrounding the 
university’s purchasing department policies and procedures regarding:

1. Formal and Informal bids
2. Purchase and Contract bids
3. Informal bids for Construction or Repair Work
4. Procurement card
5. Accounts Payable system

BACKGROUND:  The Purchasing Department provides assistance to Winston-Salem 
State University for all purchases and contracts being made in accordance with policies 
and procedures established by the North Carolina Department of Administration, 
Department of Purchase and Contract.  Eller Hall is the campus location of purchasing 
and the department also supervises the central receiving area.  In central receiving goods 
are received from vendors and then delivered to varying campus departments.

The purchasing organizational structure consists of: a director, assistant director, three 
purchasing agents, an office assist, warehouse manager and processing assistant [this 
position is currently vacant].  The director oversees the departmental daily operations.  
The assistant director supervises three purchasing agents, makes efforts to insure all 
university areas are in compliance with established policies and procedures over 
requisition processing, and meets with vendors interested in conducting business with the 
university. The purchasing agents are responsible for: purchasing commodities and 
services for the university; reviewing purchase requisitions; maintaining vendor files; 
preparing bid documents based on purchasing requirements and dollar amounts and 
conducting the formal bid process; and, finally making certain the university complies 
with all state purchasing rules and regulations.  The office assistant’s responsibilities 
include entering incoming requisitions into the Banner system [which replaced the FRS 
Plus - (Financial Records Systems)] and providing clerical assistance to the purchasing 
staff.  Lastly, the warehouse manager oversees the daily operations of central receiving 
while also transporting goods to the appropriate campus departments.

Likewise, the purchasing department is responsible for purchasing goods and services in 
amounts equal to or less than $30,000 as well as, bid construction projects costing up to 
$100,000.  There are four types of bids which include informal bids, formal bids and 
purchase and contract bids and informal bids for construction or repair work.  Informal 
bids are $5,000-$25,000.  Formal bids are $25,000-$100,000.  Purchase and contract bids 
above $100,000 must be bid and awarded by the North Carolina Division of Purchase and 
Contract.  Informal bids for construction or repair work are not to exceed $100,000.  
Facilities Management through the Office of State Construction must request any 
construction or repair work in excess of $100,000. 
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The purchasing department is responsible for the procurement card (P-Card) process.  
The Winston Salem State University P-Card is essentially the standard visa card for the 
university and the liability for the card is solely on the university whether than the 
individual cardholder.  The cardholder after receiving the proper training is empowered 
to make purchase on behalf of the university and their designated department or office.  
The p-card processes exist to allow rapid purchases of low dollar goods and services. 
This process reduces the paperwork costs associated with the small purchase process 
normally handled by the purchasing department.          

The benefits for the p-card process makes it easier to make purchases, and eliminates 
delays associated with asking a vendor to accept a small purchase or purchase order 
number.  A purchase requisition is not required and eliminates the petty cash.  The p-card 
allows rapid purchases, and receipt of goods and may be used by the cardholder only as 
needed.  The cardholder, department or office receives a complete transaction reporting 
every month both on-line and in hard copy.  This allows the vendor information to 
become easier to research and locate.  The p-card has a unique number that is used to one 
or multiple WSSU fund number and purchases automatically find its way back into the 
proper banner fund and account number.

The Accounts Payable Department (A/P) has the responsibility to process all payments 
for goods and services received by the university, and travel disbursements, except 
payroll. The accounts payable department consists of a manager, and five accounting 
technicians III.  The manager manages the University’s accounts payable operation 
including the automated accounts payable system with emphasis on cash management 
and vendor relations.  The technicians have various and different responsibilities within 
the accounts payable department.  These responsibilities include receiving, matching, 
auditing and processing invoices for payment in an accurate and timely manner for all 
vendors.  The responsibility also include responding to vendor calls on past due invoices 
which requires an understanding of the retrieval of information on line as well as 
microfiche, and CD for use of older payments.  Two of the technicians are responsible for 
auditing and processing requests for payment of travel reimbursements, prepaid airfare, 
hotel, and conference registrations.  They maintain and reconcile the University’s travel 
advance account.  

SCOPE: The scope of the review into the purchasing and accounts payable department 
was designed to test internal control effectiveness, and compliance with the policies, 
procedures, rules, laws and regulations governing the purchasing process.  The review 
also included testing recorded transactions and the evidence supporting the transactions 
recorded in the university departmental accounts.  The scope on this internal audit was 
for the fiscal year which ended on June 30, 2007.
 

PROCEDURES: This special review consisted of reviewing internal policies and 
procedures for purchasing, and accounts payable.  To achieve the audit objectives, a 
sample size of seventy-two purchase orders were selected for review.   58 of 72 (81%) of 
the purchase orders involved reviewing the file for proper documentation.  14 of 72 
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(19%) reflected upon the bid process for purchase orders equaling to or greater than 
$5,000.  The purchasing department also includes the purchase cards transaction (P-
Cards).  Therefore, internal audit’s review of p-card transactions utilized a judgmentally 
selected office and reviewed those transactions for the 19-month period of November 
2005 thru May 2007.  

REPORT FORMAT: This report reflects the results of the complete audit of the 
Winston-Salem State University purchasing, and accounts payable department and is 
intended to be constructive in nature.  Its purpose is to provide university management 
with the information necessary for internal decision-making regarding the effective, 
efficient, and economical management of these university departments.  This report 
includes the conclusions drawn about the overall management of the purchasing and 
accounts payable areas.  Therefore, the absence of complimentary comments is in no way
intended to imply that the management of the purchasing and accounts payable 
department is weak or in any way deficient.

FINDINGS AND RECOMMENDATIONS:

Purchase Orders

Purchase orders are used within the university for departments to procure items not 
requiring a bid process and which cannot be obtained using the purchasing card.  The 
findings below reflect the items noted resulting from the internal audit review of the 
university’s purchasing processes and procedures. 

Finding No. 1

Failure to have updated policies and procedures.
The Winston Salem State University Purchasing Policies and Procedures are outdated.

During Internal Audit’s review of the purchasing department, a copy of the policies and 
procedures was obtained.  It was noted that the last effective updates to these policies and 
procedures was made between 1996 and 1997.   Winston Salem State University has 
grown and experienced significant changes since the 1996-1997 academic years.  It is 
imperative that since the university is a part of the University of North Carolina System 
its business practices are consistent and in accordance with the University system and the 
State of North Carolina.  Therefore, the purchase department has a responsibility to 
maintain up-to-date policies and procedures.     

As an entity of Winston Salem State University, the University of North Carolina System 
and under the guidance of the North Carolina Department of Administration, the 
purchasing department policy and procedures should be consistently revised to account 
for operational changes.  Since various departments within the university follow these 
policies established by this department in regards to purchasing goods and services, 
failure to have up-to-date policies and procedures may give the impression of an 
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inefficient and ineffective department and thus bring into question the overall effective 
operation of the University.

Recommendation No. 1
It is recommended that the purchasing department revise and update the policy and 
procedure manual.  This will not only benefit the purchasing department but also all 
business units within the university.

Auditee’s Response
“Upon my arrival I discovered the procurement policy was outdated.  I’ve 
been in the process of revising the policies and procedures for the past 
year.  I anticipate the policy will be revised by the end of March 2008.”

Finding No. 2

Failure to process purchase orders with designated time frames.
Purchases over $5,000 and up to $35,000 are not processed within the time frame of 12 to 
14 days.

During Internal Audit’s review of purchase orders (PO) requiring bids, 2 of 14 (14%) of 
the PO’s processing and completion of the order was not within the stated timeframe.  
Although this amount appears negligible in relation to the sample size reviewed, it should 
be noted here that the established policy should consistently be followed, in light of the 
dollar amount of the transactions involved.
 

“the following time frames are required to solicit quotes and place an order:
purchases over $2,500 and up to $5,000 5 to 7 days

purchases over $5,000 and up to $35,000 12 to 14 days
purchases over $35,000 40 to 60 days”

Failure to follow documented policies or procedures could reduce the credibility of the 
purchasing department.

Recommendation No. 2 
It is recommended the purchasing department adhere to established policies and 
procedures.  This will ensure requisitions and/or purchase orders are completed and 
processed within the established time frame.

Auditee’s Response
“Because purchases over $5,000 require solicitation this can sometimes 
cause purchasing to exceed 12 to 14 days to process.  This can be caused 
by a number of reasons for example, incomplete specifications, limited 
vendors, insufficient department funds, etc.”
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Finding No. 3

There is no centralized repository filing system for purchase orders, and requisitions.

During Internal Audit’s review of the purchasing department, some documentation was 
not readily available for review.  The Purchase and Contract Division of the State and 
State General Statutes directs the purchasing department of the university and is 
responsible for the procurement and handling of materials, supplies, equipment and 
services.  Therefore, purchasing department has a fiduciary responsibility to have 
accurate and make available the records of all purchase transaction which occur through 
the normal course of business.     

As an entity of Winston Salem State University, the University of North Carolina System 
and under the guidance of the North Carolina Department of Administration, its 
imperative that the purchasing department records be in order and accessible for review; 
that if requested department personnel can gather the information with some ease.  
Failure in this process may give unwarranted scrutiny upon the purchasing department.

Recommendation No. 3
It is recommended that the department maintain a centralized repository filing system.  
This will ensure that files are complete and ready available for inquiry and/or review 
internally and externally.  This would also benefit the department and the University as 
we progressively increase purchase activities.

Auditee’s Response
“Due to limited space in the Purchasing Department, all purchasing 
records are securely stored in central receiving.  These records are 
maintained for a period of five years after the expiration date of the 
contract.  Additionally, each file is individually labeled so that it can be 
readily located whenever necessary.”

Finding No. 4

Failure to have proper documentation to support changes in files.
During the Internal Audit’s review of purchase orders which require vendors to submit 
bids for services, documentation to support the change made after the bid was accepted 
and awarded to the vendor was not in the file.  It is imperative that since the university is 
a part of the University of North Carolina System that business practices are consistent 
and in accordance with the university system and the state of North Carolina.  Therefore, 
it is important that business practices are consistent and that the department leaves no 
possible room for questions of improprieties.      
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The purchasing department plays a vital role in the success of the university. The citizens 
of North Carolina support the university therefore any expenditure may be scrutinized.  
For this reason, any changes should be supported with the proper documentation that if 
reviewed there would be a clear and concise understanding. This would prevent any 
impression of an inefficient and ineffective department and bring to question the overall 
operation of the department.

Recommendation No. 4 
It is recommended that the department keep abreast of changes which occur after the 
approval of a vendor’s bid and the submission of the requisition by the department. This 
is important when the service is considered an open bid where the contract may extend 
for more than a year and requisitions are submitted yearly.  It is recommended 
comparison be conducted of the vendor’s bid and the department requisition when 
submitted.  This would keep all files updated and benefit the department in tracking 
changes made outside of the approval process of a requisition.

Auditee’s Response
“As the policies and procedures are revised purchasing will require a 
change order form or supporting documentation before any change order 
occurs.”

Finding No. 5

Failure to have computer equipment received in central receiving.
Departments are receiving Computer equipment and bypassing central receiving.

During Internal Audits review it was noted by the fixed assets and the purchase order that 
computers ordered by various departments were delivered to the department instead of 
being delivered to central receiving.  It is noted that at various times desk top delivery 
terminology was used.  However, it is not documented in the policy and procedures or 
approved by the purchasing department for university wide use.  University policies and 
procedures state:

“All commodities ordered (excluding services) for Winston-Salem State 
University (WSSU) be processed by Central Receiving.  Vendors are 
generally instructed to deliver items to WSSU Central Receiving located in 
the lower portion of the Old Maintenance Building.  Goods and materials 
may be redirected to those building with loading docks after the initial check-
in at Central Receiving and this will be so indicated on the purchase order. 
Ordinary Delivery from Central Receiving to the requested department is 
completed by University employees using University vehicles.”1

Circumventing the established process could result in inadequate record keeping, 
obtaining equipment under false pretense and equipment fraudulently being taken from 
the university. The policy established creates several levels of accountability and assist 

  
1 Winston-Salem State University Purchasing Policies and Procedures, “Using Central Receiving”, Sect.VI 
p. 188, Eff. 7/01/96
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in keeping track of inventory.  Failure to follow the policies and procedures implemented 
brings unwarranted scrutiny upon the purchasing department, the university and may 
bring suspicion of illegal activity occurring with the department and the university 
departments.

Recommendation No. 5
It is recommended that the purchasing department adhere to its own policies established.  
This will ensure that the integrity of the department and university remain in good 
standing.  It is recommended that management put strong controls in place when 
computer equipment is ordered that it is directly delivered to central receiving first and 
foremost.

Auditee’s Response
“We presently training our users on banner requisitioning the facilitators 
are asked to put emphasis on sending all computers to central receiving.”

Finding No. 6

Failure to have Information Resources approval for computers.
Purchase Orders for computers are being processed without Information Resources (IR) 
approval.

During internal audit’s review of purchase orders, it was noted that purchase orders for 
computers were processed in purchasing without IR approval. Computers and computer 
related items must be approved with Information Resources.  Computers and computer 
related items must be approved with the appropriate Information Resources signature.  

Per university policy:
“Personal computers will be ordered in accordance with the standards set 

by the WSSU Technology Council and applicable State contracts. A State 
convenience contract for computers and related equipment is managed by the 
State Division of Purchase and Contract.  This contract provides a detailed listing 
of computers and related equipment that is available at rates negotiated by the 
state.  A standardized computer specification for WSSU has been developed and 
shall be used in ordering all personal computers. This specification is subject to 
change at the discretion of the WSSU Technology Council. Orders of computers 
different from the University standard must be approved by the Director of 
Computing Services before submission to Purchasing.”2

The purchasing of computers by various departments without proper IR signature could 
result in computer equipment being fraudulently ordered and taken from the university.  

  
2 Winston-Salem State University Purchasing Policies and Procedures, “Purchase of Personal Computers and Related 
Equipment”, Sect. VI, p. 119, Eff. 7/01/96
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This could result in a financial loss to the university. In addition, computers are 
purchased to be used on campus and need to be compatible with the university system.  
Without approval, purchased computer would probably be unusable.

Recommendation No. 6
It is recommended that management put controls in place for purchasing computers and 
require IR signature.

Auditee’s Response
“IR maintains current end-user technology standards and preferred 
vendor information on the IR intranet site.  Purchasing services will 
forward all computing purchases for approval to the Director of 
Computing and Client Services.”

Finding No. 7

Failure to transfer purchase orders from the Plus-Financial Reporting System 
(FRS) to the Banner System.

Purchase orders were not transferred into the Banner System during conversion.

The purchase order did not exist in the banner system.  During internal audits review, a 
purchase order (P.O) was entered into FRS with an unpaid balance.  As the review 
continued into the banner system, the system stated the P.O does not exist.  The FRS 
system accounts for the item being received by the department, however there is no 
record of the P.O or the invoice being paid in FRS or Banner.  This was one P.O included 
in the sample size however this brings into question how many other purchase orders and 
potential dollars are affected.  The reporting systems stores, tracks, processes and 
communicates information that would be displayed in order to run the various 
departments such as purchasing, accounts payable, accounting, contract and grants, and 
budget effectively.

Inadequate or missing information into the system could result in inadequate records 
being kept. Purchase Orders and/or requisitions are in place to track the university and/or 
departmental purchases.  Purchase Orders also exist to assist the accounts payable 
department to ensure the universities indebtedness is paid.  This process is ineffective if 
during various stages information is inaccurately, deficient and missing.  This would 
cause internal and external scrutiny upon the departments and the university.

Recommendation No. 7
It is recommended that the current controls be evaluated to ensure there are no other 
purchase orders that did not transfer over to Banner during conversion.  It is imperative 
that all purchase order data is correctly entered and/or transferred in the system to 
properly identify departmental purchase orders and payment of the purchase orders.
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Auditee’s Response
“During the conversion process we were one of many schools 
experiencing problems. We converted the systems mid-year and we spent a 
year working out issues, as result those issues have been resolved.”

Purchasing Cards

Winston-Salem State University began utilizing the Purchasing Card (PurCard) for 
purchasing transactions during the fiscal year which ended on June 30, 2006.  The use of 
PurCards has been encouraged within state agencies, constituent institutions, etc. by the 
State of North Carolina Purchasing & Contract Office.  The State views the use of 
PurCards as a cost-effective activity. It has been determined the costs incurred by 
agencies utlizing the PurCard EFT system is significantly less than the historically-used 
manual processed purchase order system.  When PurCards were first issued for use 
within the university, this was done so on a test basis for select areas. For the purpose of 
this review, five PurCards issued to a designated campus area during the trial period, 
were selected upon which to perform detailed audit test work.    

Finding No. 8

171 PurCard purchases made within the 19-month
Period of November 2005 through May 2007

For the 19-month period of November 2005 through May 2007, 171 purchases were 
made, using 4 of the 5 PurCards selected for review, totaling $110,160.20.  Of that total,
Ø 149 of 171 (86%) of the purchases were for flowers (e.g., sympathy, everyday 

arrangements, birthdays and other assorted and related floral purchases); 
miscellaneous paraphernalia, books, office supplies, awards & engraving, totaling 
$75,778.23

Ø 22 of 171 (14%) of the purchases were prohibited either by State policy (alcohol 
and/or bartender fees) or for purchases that should not have been made using the 
PurCard, according to the university’s PurCard policies.  These purchases 
included but were not limited to hotel charges and basketball tournament tickets, 
totaling $34,382.00.  

Per State policy,
“Payment or reimbursement for alcoholic beverages or “set-ups’ can not 
be made from state funds.  Individuals must bear these costs.  They cannot 
be included in registration fees or paid from state funds.  Law enforcement 
personnel in the pursuit of their duties and industrial development 
personnel are exempt from this provision.” 3

Winston State University is an institution under the University of North Carolina System, 
an agency of the State of North Carolina.  Therefore it receives a general appropriation 

  
3 (Budget Manual: section 4.8.5 Alcoholic Beverages and “Set-Ups”: policy, page 128 effective and 
updated on July 1, 2007.)
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(i.e. tax dollars).  The university has a fiduciary responsibility to safeguard and spend the 
dollars received in a responsible manner.  Therefore, violating or overlooking the policy 
established surrounding personal use, entertainment, and hospitality is apt to bring 
unwarranted scrutiny upon the university and The University System.

It was disclosed these expenditures were made using discretionary accounts.  Generally, 
discretionary accounts are the source of funds expended by select campus areas for 
transactions of this nature.  However, as the designation implies ~ discretion ~ should be 
used to reduce the risk of questionable transactions and unwarranted scrutiny.  
Similarly, when PurCards are used for all university areas, the policies governing the use 
of these cards should be strictly followed.  Internal audit recommends designated campus 
areas prudently determine their use of discretionary funds.

Recommendation No. 8
It is recommended that the university, administration, and personnel follow the State of 
North Carolina, and The University of North Carolina system’s established policies and 
procedures regarding alcohol purchases using State funds.

Auditee’s Response
“The revised policy has P-Card violation procedures. With each violation 
an audit finding form is sent stating one of the following reasons. The 
First Offense – Reinstatement will occur one week after the receipt of 
delinquent documents and a memo with [a] sufficient explanation from the 
director or supervisor.  Second Offense – Reinstatement will occur four 
weeks after [the] receipt of delinquent documents and [a] memo with 
sufficient explanations from the divisional vice chancellor.  Third Offense 
– All privileges will be revoked. ”

Accounts Payable 

As part of the fiscal year ending on June 30, 2007 internal audit and assurance strategy, a 
review of accounts payable transactions was scheduled.  This review was included as a 
part of the purchasing review.  The finding noted below resulted from that review.

Finding No. 9

Payments for invoices are not being paid within the established timeframe.

It was noted that payments for invoices received by the accounts payable department 
were not paid within ten days.  Per university policy,

“Expect a ten-business day turnaround from when paperwork is received in 
accounting to when a check will be available.  This allows accounting 
enough time to process the request for payment and /or requisition state 
funds if necessary.  If for any reason a request for payment is not submitted 
prior to ten business days of due date and /or travel, a “Request for 
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Emergency Check” form must be filled out and signed.  This form must 
accommodate the request for payment (check request, travel prepayment, 
etc.) or the request will be returned to the department.  This allows the 
request to be processed during the next available check run cycle.”

The policy established creates accountability and assist in assuring that the university has 
no outstanding obligations.  For the university to be successful and provide a service to 
the students and community, the university has to purchase goods and services.  In order 
to continue making purchases and be in good standing with creditors, payments need to 
be processed in a timely manner.  Failure to follow the policies and procedures 
implemented brings unwarranted scrutiny upon the accounts payable department, and the 
university.

Recommendation No. 9
It appears based upon internal audit’s test of transactions in the accounts payable area the 
department has difficulty adhering to internal policies and procedures because the 
university community more often than not fails to adhere to established policy.  This 
often results in delays and in some instances non-payments to vendors.  Similarly, these 
delays impact the integrity of the department within the community and jeopardize the 
university’s relationship with its creditors. With this said, internal audit recommends 
university management strengthen its position in regard to campus departments failing to 
consistently follow account payable policy and procedure.  There should be sanctions 
imposed and strictly adhered to for institutional areas consistently placing the university 
in a position of reputation risk.  It is recommended these sanctions mirror the penalties 
imposed for the improper use of the PurCard, ranging from a temporary suspension to the 
complete expulsion of departments from the university’s purchasing system.  If the 
varying divisions within the university partner with the purchasing, receiving, and 
account payable areas by following the established policies and procedures then the 
university will reduce the risk of improper or nonexistent payments for good and services 
and strengthen the ability of the university to effectively continue conducting business as 
a strong, vital going concern.  

Auditee’s Response
Supervisor, Accounts Payable:

“The Accounts Payable department’s function is to administer 
disbursements to vendors for University obligations in accordance with 
established policies and procedures, while remaining in compliance with State, 
Federal and Local laws to eliminate potential audit findings.” This statement is 
very ambiguous in its definition because in most work places the AP department 
is strictly data entry and does not require any pre-auditing of invoices. Because 
of the strict State and/or University policies on processing disbursements, we 
(AP) have to do a lot more investigative activities to get invoices paid. The 
University policies requires that we (AP) receive departmental approval and/or 
receipt be made in the system against a purchase order for an invoice to process 
for payment. This requires communication and assistance from Department 
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personnel, Purchasing Department, and/or vendors to resolve issues with 
purchase orders, invoices, receiving, etc. so that we can process them for 
payment. Thus the delay in vendor payments. We receive the invoices and then 
have to pre-audit them, which requires comparing the invoice(s) against purchase 
orders to make sure that the information is the same (vendor name and address, 
item description, quantity and price, etc.). If any of this information is not correct 
or does not fall within the tolerance (overage amount), we have to make 
communication to other parties to have this rectified so that we can process the 
disbursement. There is also the issue of invoices received that do not have 
purchase order numbers on them. This requires additional work for the 
department to make communication with the vendor for more information so we 
will know who to contact for payment. Making communication with these parties 
usually requires numerous repeated efforts which causes delays in payment.
Another issue is not being aware that there are outstanding obligations for the 
University until we receive a call from the vendor requesting payment status. The 
University family is notorious for not following the procurement policies and 
procedures established. This in effect causes unauthorized obligations made for 
the University and no one (Purchasing and/or AP) are aware of them. So you 
may have an instance where a vendor is seeking payment for an invoice that is six 
months old, however, we (AP) are not aware of this because we do not physically 
have the invoice in our possession. Once it is received we have to begin the pre-
audit and/or investigatory process to have it paid. Thus the invoice date being 
much older that the check date. As you can see, there are several extenuating 
circumstances that prevent Accounts Payable from making vendor payments as 
soon as the invoice(s) are received. We do state in our policies that a “ten-
business day turnaround” should be expected from the date an invoice is received
in our department. This practice is actually adhered to, (have to check the 
invoices for “Received” stamp) but not reflected in the system because we use the 
actual invoice date, not date received, when we enter them for payment. Suffice it 
to say that we (AP) work hard to stay within compliance to reduce audit findings 
in our practices, but the price we are paying is the integrity of the University’s 
name to the public. What are we to do? 

Please be advised that we are actively practicing and incorporating new 
procedures that make us more proactive in processing vendor payments, but 
without the commitment from the University family to follow procedures, we will 
continue to have this problem.”

Assistant Controller:  
“In addition to the comment from [the Supervisor, Accounts Payable], the 

following procedures and processes in Accounts Payable to track aging of 
invoices and invoice follow-up processes:
A special Web based report was developed which is shared with management.  
This report calculates an “aging” of invoices, by vendor, that have been entered 
in the Banner system. Follow up letters are communicated to the university 
family soliciting information required to pay invoices. Scanning and other 
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technological advancements have been incorporated into processes so that en 
electronic history of communication to appropriate units/departments is 
maintained.  A/P staff members complete daily productive metrics which are 
reported to management.  These metrics measure the volume and dollar amounts 
of all invoices received and communicated to the departments for action.  After 
two attempts are initiated by staff members to obtain support for the payment of 
invoices, senior management then communicates with the department.”
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Executive Summary 
NCAA/Athletics Department Audit

For the fiscal year ending on June 30, 2007

 

The objective of internal audit’s review of the athletic department was to provide 
university management with reasonable but not absolute assurance the departmental 
program contains the basic components of an effective institutional compliance program; 
and is being operated in compliance with established university, State, and NCAA 
policies and procedures.   The full report follows.  
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Winston-Salem State University
Internal Audit & Compliance Services

Report
Special Review: Department of Athletics

For the fiscal year ending on June 30, 2007

OBJECTIVE
The objective of internal audit’s review of the athletic department was to provide 
university management with reasonable but not absolute assurance the departmental 
program: 

• contains the basic components of an effective institutional compliance program; 
and 

• is being operated in compliance with established university, State, and NCAA 
policies and procedures.   

BACKGROUND 
The Winston Salem State University (WSSU) athletic department offers a comprehensive 
intercollegiate athletic program for all students. ”The philosophy of the WSSU athletic 
program is based upon the University’s mission: to provide an environment [in] which all 
student-athletes reach nationally recognized excellence, both academically and 
athletically.” ii The framework of the current WSSU athletic program can be internally 
documented for the sixty-two year period of 1945-2006. iii During these years, the 
athletic program has maintained a tradition of excellence and winning while concurrently 
participating under the National Collegiate Athletic Association (NCAA) Division II and 
being a member of the Central Intercollegiate Athletic Association (CIAA)iv.

Similarly “during the 30-year NAIA membership, the Rams captured six NAIA District 29 
titles and as a result participated in the NAIA National Championship Tournament.  The 
Rams won District 29 titles in 1961, 1962, 1963, 1965, 1975 and 1978.  WSSU never 
advanced past the quarterfinal round of the tournament and never placed in the top four 
in any of their six years of participation.  However, the Rams did capture the #1 seed in 
the1978 season before being upset by Kearney State in the quarterfinals (89-76).”vAlso 
during this period the WSSU athletic program developed numerous players competing in 
various sports offered by the program.  For the most part, men have participated in the 
sports of football and golf; and largely, women have participated in the sports of softball, 
volleyball, and bowling.vi  However, the athletic program at WSSU has also included the 
following sports participated in by both men and women: basketball, cross country, 
tennis, and outdoor track and field.  The athletic program includes varsity and junior 
varsity cheerleading which function as athletic teams.  During the course of a normal 
academic year the athletic program produces approximately 210 student-athletes who 
may compete in team sporting events.  

During the 2006-2007 academic years, university management and the athletic 
department took a historic step toward advancing the program. The university moved into 
NCAA Division I and the Mid-Eastern Athletic Conference (MEAC)vii.  This maneuver 



Internal Audit & Compliance Services
2007 Annual Report 
September 2007

resulted in the addition of new athletic programs coupled with the university upgrading 
facilities by renovating existing structures and constructing new facilities. In 2006 indoor 
track began as a new program. At some point during the 2008-2009 academic years the 
athletic department anticipates adding women’s golf and baseball.  Nonetheless, to date 
the university has fifteen sports.    

In sum, the Winston-Salem State University intercollegiate athletic program strives to 
develop the well-rounded student-athlete with a broad base of athletic and educational 
opportunities.  The overall success of the program creates avenues of positive interaction 
between the campus family and community, thereby, enhancing the collegiate experience 
for all students.

REPORT FORMAT  
This report reflects the results of the internal audit of the WSSU Athletic program and is 
intended to be constructive in nature.  Its purpose is to provide university management 
with the information necessary for internal decision-making regarding the effective, 
efficient, and economical management of these activities.  This report includes the 
conclusions drawn about the overall management of the athletic program as well as those 
resulting from a review of the internal control structure.  The absence of complimentary 
comments therefore is in no way intended to imply that the management of the 
university’s athletic program or the internal controls surrounding the program are weak or 
in any way deficient.  

SCOPE
The scope of the review into the Winston Salem State Athletic program was initially 
scheduled to be conducted during the fiscal year which ended on June 30, 2006.  
However, due to the athletic program transition into NCAA Division Iviii the scope was 
expanded to include updated information during the program’s transitional period thereby 
extending this review into the 2007 fiscal year which ends on June 30, 2007.   

METHODOLOGY
The internal audit program called for a review of:

• General compliance (specifically NCAA policies and procedures including the  
Certification of Compliance);

• Athletic equipment and apparel;
• Camps and clinics;
• Coaching staff  limits and contracts;
• Financial aid; 
• On & off-campus recruiting; and
• Playing and practice seasons. 

General compliance (including the Certification of Compliance)
To adequately review for general compliance, internal audit conducted interviews of 
departmental personnel and subsequently reviewed physical documents, verifying the 
existence of the: athletic department policies and procedures manual, compliance manual, 
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coach’s handbook, student-athlete handbook, and the NCAA institutional self-study 
guide. Each of these documents was properly maintained and easily retrieved by the 
department. Due to the university’s 2006 move from Division II to Division I, it was 
suggested each document’s relevance be determined and if necessary updated. It was 
disclosed and verified that the most recent “Certification of Compliance for Institutions”
form was properly signed by the university’s chancellor and dated prior to the September 
15,th deadline for both years 2005 & 2006. It could reasonably be determined that the 
information compiled and subsequently requiring the WSSU chancellor’s signature (e.g., 
WSSU’s entrance requirements and satisfactory academic progress requirements) was 
accurate and reliable.  Similarly, the “Certification of Compliance for Staff Members of 
Athletics Departments” form had also been completed. Lastly, it was revealed the NCAA 
Institution Self-Study was properly completed and submitted by the athletic department 
before the June 1, 2006 due date.  No reportable findings were noted in this area.   

Athletic equipment and apparel
The written policies and procedures governing the maintenance, monitoring, distribution, 
return and disposal of student athletes’ equipment and apparel were evaluated.  The 
inventory records listing equipment and apparel items were also examined. The records 
reflected issues and returns of listed equipment and apparel items used by student athletes 
for competition, practice and general use.  These records were also reviewed for 
propriety. Internal audit however did note one deficiency regarding athletic equipment 
and apparel. (See internal audit finding number 1 beginning at page 4)  

Camps and clinics
The university athletic department started a summer cheerleading camp (Cheer 
Explosion) in 2005. Internal audit interviewed individuals responsible for operating the 
cheerleading camp and verified the internal controls over the cash collection process in 
2006. Correspondingly, a surprise cash count of the fees collected was conducted during 
fiscal year 2006 (e.g., the summer of 2005) and it was determined all proceeds generated 
by this camp were deposited with the university Foundation.  During the course of this 
review, no other camps or clinics had been conducted by the athletic department.  No 
reportable findings were noted in this area. However it was suggested that the controls 
surrounding the summer cheerleading camps be monitored.   

Coaching staff limits and contracts
Based on internal interviews it was disclosed that the institution has a policy requiring 
contracts and appointments between the university and full or part-time athletic 
department personnel (excluding clerical staff). A sample of the athletic department 
personnel contracts were reviewed, for propriety. University policies also require full 
disclosure of all externally-generated income (these policies include all personnel not just 
the athletic department personnel).  It was also verified that coaches’ contracts and 
appointment documents indicate violations of the coaches’ employment contracts are 
subject to disciplinary or corrective actions including suspension or termination.  No 
reportable findings were noted in this area, however it was suggested by internal audit 
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that the coaches’ contracts used within the university be modified to reflect the 2006 
institutional conference change from the CIAA to the MEAC.

Financial aid
The university’s athletic department has written policies and procedures governing the 
award of financial aid to student athletes. A sample of student athletes was chosen from 
judgmentally-selected teams receiving financial aid to verify eligibility and other 
compliance factors. Internal audit noted a deficiency in regard to awarding financial aid 
to student athletes.  (See finding number 2 beginning at page 5)

On & off-campus recruiting
It was disclosed during internal interviews that the university has developed and is 
utilizing internal policies and procedures governing on-campus and off-campus 
recruiting.  These policies identify the athletic department or other university personnel 
having the primary responsibility for maintaining compliance with the established NCAA 
legislation in this area.  The policies and procedures also regulate the activities of the 
campus student-athlete recruiters and student prospects during the recruiting period.  A 
sample of teams and a sample of prospective student-athletes both on-campus and off-
campus were selected for review.  No reportable findings were noted in this area.   

Playing and practice seasons
By judgmentally selecting a sample of university athletic teams it was determined that 
adequate internal controls are in place surrounding practice activities and the subsequent 
playing seasons.  Internal audit noted a deficiency in regard to the playing season for 
student-athletes.  (See finding number 3 at page 6)

FINDINGS AND RECOMMENDATIONS  
The following internal audit findings and recommendations result from a review of the 
internal control system over the athletic program.  To accomplish the objectives of this 
review into the specific athletic-related areas noted above the detailed audit program 
steps integrated the following internal control areas:  control environment, risk 
assessment, control activities, information and communication, and monitoring.  The 
comments contained herein reflect the results of the internal audit work conducted.  
These reportable findings and recommendations are designed to provide university 
management with reasonable, but not absolute assurance about the strengths or 
weaknesses existing within the athletic program.  

Finding No. 1
Athletic equipment and apparel lack proper inventory controls

There was no centralized inventory system for all sports to monitor, issue, and receive 
equipment and apparel. According to athletic department management, this was because 
WSSU was a member of NCAA Division II until July 1, 2006.  Prior to the 2006 move 
into Division I an attempt was made by the university to gather information regarding 
athletic department inventory records on all athletic equipment.  Internal Audit was 
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informed that each coach was responsible for maintaining records and keeping an 
inventory of equipment and apparel for their respective sport.  

Per the 2005-2006 Winston Salem State Handbook, “the athletic department remains 
committed to the provisions of good coaching, academic support, proper equipment, 
medical services and counsel”.ix To this end, the athletic department is a major part of 
the university and receives internal and external funding to support the varying sports. A 
percentage of this funding is used to purchase the necessary equipment for each sport.  
Therefore it is important to have effective inventory controls in place for equipment and 
apparel.  These controls are designed to prevent theft or misuse by student athletes, 
coaches, administrators, and others, as well as circumvent the improper use of equipment 
and apparel. 

Failure to implement sound internal controls over the safekeeping and distribution of 
equipment and apparel could result in the unintentional loss or theft of athletic equipment 
and apparel.  Losses whether unintentional or due to neglect could result in unwarranted 
bias against the athletic program by the university community, NCAA, and other 
regulatory groups. This could potentially jeopardize the reputation of the university’s 
athletic program.

Recommendation No.1
It is recommended as the WSSU athletic program continues their transition into Division 
I, athletic department management implement stronger internal controls designed to 
safeguard the equipment and apparel purchased for athletic program use.

Management’s Response – Finding No. 1
“Concur with the finding and the recommendation.” 

Finding No. 2
Eligible athletes do not receive the appropriate financial aid
notification letter on or before July 1 of each academic year

Per a conversation with the WSSU Scholarship Coordinator, internal audit determined 
financial aid notification letters are distributed once the coaches release their 
recommendations. The scholarship coordinator also indicated that periodically the letters 
are not issued on or before the July 1st deadline. The lack of internal responses by WSSU 
coaches not adhering to the pre-set NCAA deadline results in the athletic program 
violating established rules.   

The NCAA rules clearly state, “the renewal of institutional financial aid based 
in any degree on athletics ability shall be made on or before July 1 before the 
academic year in which it is to be effective.  The institution shall promptly notify 
in writing each student-athlete who received an award the previous academic 
year and who has eligibility remaining in the sport  in which financial aid was 
awarded the previous academic year (under Bylaw 14.2) whether the grant has 
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been renewed or not renewed for the ensuing academic year.  Notification of 
financial aid renewals and non-renewals must come from the institution’s 
regular financial aid authority and not from the institution’s athletics 
department.”x

Failure by the university to follow proscribed NCAA procedures could result in sanctions 
upon the WSSU athletic program and the university.

Recommendation No. 2
It is recommended that the WSSU athletic program emphasize to all coaches the 
importance of the deadline period established by the NCAA in regard to releasing 
recommendations and financial aid award notifications. WSSU athletic department 
management should communicate these rules to each coach and the sanctions for their 
failure to adhere to this and any comparable rule. The proper communication of all rules 
(NCAA and otherwise) to the university coaches is a component of a good internal 
control system. Timely and consistent communication will make certain the athletic 
program continues to operate in conformity with specified procedures or actions 
established by this governing body.

Management’s response – Finding no. 2
“Concur with the finding and recommendation.”

Finding No. 3
IDs were not examined for student-athlete guest

recipients using complimentary admissions passes
According to the NCAA bylaws governing Division II there are no procedures in place to 
ID the student athletes’ guests using complimentary admission passes. During the period 
WSSU was a NCAA Division II member the rule governing the examination of IDs for 
student-athletes guests did not apply.  However, effective July 1, 2006 when the 
university transitioned to (the championship level) Division I this rule went into effect.  
Therefore, when the university began their 2006 football season in August 2006 this rule 
applied.  

“In Division I: Individuals designated by the student–athletes 
to receive complimentary admissions must: (1) be identified on
a “pass list” (e.g., no “hard tickets” may be issued Bylaw16.2.1.2)

and (2) present identification to the [custodian of the] pass list 
at the admissions gate (Bylaw 16.2.1.2.1)”.xi

Failure by the university to follow establish NCAA policy and procedures could result in 
guest passes being distributed to individuals who are not on the official guest list and 
thereby allowing unauthorized access at the gate.  Similarly, since complimentary tickets 
admit guests without paying, unauthorized use of complimentary tickets results in the 
loss of revenue for the university.
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Recommendation No. 3
In view of the fact the university has transitioned into Division I internal controls over 
complimentary pass use must be instituted and enforced.  These controls should include 
the consistent verification of student-athlete guest recipients’ IDs using complimentary 
admissions passes to athletic events.  This will help reduce the risk of the university 
failing to adhere to documented policy and procedure and losing revenue.  

Management’s response – Finding No. 3
“[We] agree with your recommendation.  Per [a] conversation with [the] Associate 
Athletic Director and Assistant Athletic Director…individuals on student-athletes’ guest 
pass list[s] are required to present an ID prior to being admitted into a sporting event 
that has a cost associated with admissions.  As official members of the MEAC conference 
starting in 2007-08, the conference has a standardize[d] form and policy where the 
compliance officer signs off on the pass-list for [all] sporting events.”

Finding No. 4
Discrepancies exist in reported financial information

Per NCAA rules, on an annual basis the university must prepare a financial report which 
is due to the NCAA not later than January 15th.xii Within this financial report the 
university must disclose athletics-related revenues and expenses for the fiscal year.   
When this report was prepared using the financial data as of June 30, 2006, a discrepancy 
existed. The discrepancy was between the financial information reported in the 
consolidated financial report (and the financial statement audit report) for the year ended 
June 30, 2006 and what was reported to the NCAA in January 2007.   

Summary of the discrepancies noted by internal audit:
Total operating revenues 
per the university’s 
financial statements at June 
30, 2006     
$34,390,735^

Total revenues of the entire 
institution reported to the 
NCAA on January 16, 2007 
$107,632,524

Difference noted

($73,241,789)

^ This amount does not 
include the university’s 
non-operating revenues of  
$71,106,019;  if included 
the total revenues of the 
entire university would be 
$105,496,754

Total revenues of the entire 
institution reported to the 
NCAA on January 16, 2007 
$107,632,524

Difference noted 

($2,135,770)
Total expenses per the 
university’s financial 
statements at June 30, 2006          
$96,347,420

Total expenses of the entire 
institution reported to the 
NCAA on January 16, 2007
$98,483,190

Difference noted

($2,135,770)

Recommendation No. 4
It is recommended the university review this financial information, determining the 
correct amount that should be reported in the NCAA financial report.  If corrected 
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information needs to be sent to the NCAA, it should be done so expeditiously.  This will 
insure all reported university financial information is accurate and reliable.   

Management’s response – Finding No. 4
Per a conversation between internal audit and the university’s controller, it was 
determined that both figures are correct, as reported to the NCAA and within the 
university’s financial reports.  The NCAA EADA Report requested the total revenues and 
operating expenses of the entire institution as indicated on the institution’s financial 
statements (as of June 30, 2006).  Although the university’s financial statements at June 
30, 2006 reflected total operating revenues as $34,390,735; for financial reporting 
purposes this amount appropriately excludes the university’s non-operating revenues of 
$71,106,019.  Combining these two amounts totals $105,496,754; however the total 
revenues and operating expenses of the entire institution reported to the NCAA were 
$107,632,524 resulting in a difference of $2,135,770.  The difference of $2,135,770 also 
exists between the total expenses reported as $96,347,420 per the university’s financial 
statements at June 30, 2006 and $98,483,190 when reported on the NCAA EADA report 
in January 2007.  These differences represent interest and fees paid on bonds and capital 
leases; therefore no corrected information should have to be provided regarding the 
NCAA EADA report submitted in January 2007.

CONCLUSION
It can be determined based upon the test work performed by internal audit that overall the 
internal controls within the university’s athletic department appear strong.  The apparent 
strengths within the university’s athletic department have resulted in a successful 
migration from one division to another under the NCAA rules.  Similarly, the department 
can highlight two accomplishments which were realized in 2006.  These 
accomplishments include a) the partnership between the City of Winston-Salem and 
Winston-Salem State University which has resulted in a new field house being built; and
b) a new track and football/softball field being constructed in Civitan Park.  Both projects 
have anticipated completion dates in the fall of 2007.   

Although internal audit noted a small number of areas where improvements are needed, 
the management of the department of athletics in conjunction with university 
management is in the process of implementing corrective action for these noted 
deficiencies.  At the same time, despite the few noted deficiencies it appears as though 
the athletic program has an effective internal control structure. 

In sum, the transition from Division II to Division I will require more oversight within 
the athletic department.  As well, this transition will mean increased responsibilities and 
compliance efforts for both the athletic department and university management since the 
NCAA rules for Division I programs are more complex and stringent than when the 
university was competing under Division II.  For example, beginning with the 2009 fiscal 
year (i.e., the fiscal year which will end on June 30, 2010) the financial reports covering 
the athletic department activities will have to be prepared and certified by an independent 
CPA firm.  Having this work completed by an external group will require a significant 
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financial commitment from the university. With this in mind, it is recommended 
university management make every effort to continue supporting the athletic 
department’s efforts to monitor their operating processes and overall internal control 
structure.  These joint efforts will provide the foundation for a strong athletic program.  
Combining these organizational forces enhances the philosophy of the university’s 
athletic program “…to provide an environment [in] which all student-athletes reach 
nationally recognized excellence, both academically and athletically” and supports the 
university’s goals and objectives.

ENDNOTES
  

i The history of TRIO is progressive. It began with Upward Bound, which emerged out of the 
Economic Opportunity Act of 1964 in response to the administration's War on Poverty. In 1965, 
Talent Search, the second outreach program, was created as part of the Higher Education Act. 
In 1968, Student Support Services, which was originally known as Special Services for 
Disadvantaged Students, was authorized by the Higher Education Amendments and became the 
third in a series of educational opportunity programs. By the late 1960's, the term "TRIO" was 
coined to describe these federal programs.  See:  
http://www.ed.gov/about/offices/list/ope/trio/triohistory.html

ii 2005-2006 WSSU Student-Athlete Handbook. WSSU Department of Athletics, page 7.
iii Based on information obtained from the National Collegiate Athletic Association (NCAA), the 
predecessor to the NCAA was the Intercollegiate Athletic Association of the United States 
(IAAUS), established in 1906.  The IAAUS became the NCAA in 1910.  Similarly, the NCAA 
membership consisting of academic institutions was not divided into the three divisions until 
1973.  When divided into the separate divisions the NCAA rules provided for individual schools 
to offer athletic scholarships. To this end, based on the NCAA historical records (if they apply 
here) from 1906-1910 this institution was a member of the IAAUS.  Internal audit was unable to 
locate internal records documenting the university’s athletic affiliations from 1906-1944 therefore 
it can only be assumed the university was an IAAUS member from 1906-1910 and then 
transitioned into the NCAA when formed in 1910.  Internal records only provide information on 
the university’s athletic program beginning in 1945.  Per information obtained from the 
university’s athletic department, the WSSU Rams joined the CIAA in 1945 as a charter member 
and also in 1945 as a member of the NCAA Division II (which was previously the small 
college/university division.) Similarly, the National Association of Intercollegiate Athletics 
[NAIA] was formed in the early 1930’s and the first national basketball championship occurred 
in 1937 at City Municipal Auditorium in Kansas City, Missouri.  The Rams continued their 
membership in the CIAA and Division II until 1953 when all historically Black colleges and 
universities [HBCUs] were placed in District 29 of the NAIA. The Rams continued as members of 
both the NCAA and the NAIA.  The 16-year old NAIA allowed for dual membership as both an 
NAIA school and an NCAA school, a distinction that the Rams kept until 1983 when they ceased 
their membership in the NAIA and became solely a member of the NCAA (Division II).”  With 
this in mind, it would be correct to note the institution’s Division II affiliation was for the 62-year 
period of 1945-2006. [See http://www.ncaa.org]
iv The Central Intercollegiate Athletic Association (CIAA) is an athletic conference established in 
1912, consisting of nearly a dozen African-American institutions of higher education. 
[See http://www.theciaa.com/information/about_ciaa/index ]
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v Chris Zona, WSSU Assistant Athletic Director for Media Relations  in conjunction with:  Steve 
Wilson, NAIA Manager of Sports Information and Media Services, and Fred Whitted, WSSU 
Alum and President/Founder of Resources 2000
vi The NCAA did not offer women’s athletics until the 1980s.  Prior to that point, women’s 
athletics was governed by the Association for Intercollegiate Athletics for Women (AIAW).  
[See http://www.ncaa.org ]
vii The Mid-Eastern Athletic Conference (MEAC) was organized in 1969 by a group of 
representatives from differing institutions located along the Atlantic coastline of the United 
States.  The league became official in 1970 and began football competition in 1971.   The NCAA 
began classifying the MEAC as a Division I Conference in 1980.  
[See http://www.meacsports.com ]
viii It should be noted here that when referring to Division I this applies to all sports, however 
football participates in Division I at the championship level which was formerly known as 
Division I-AA.  
ix 2005-2006 WSSU Student-Athlete Handbook.  WSSU Department of Athletics, page 7.
x 2005-2006 NCAA Division II Manual-Constitution; NCCA, Bylaw Article 15, Financial Aid 
15.3.5 Renewals and Nonrenewals. 15.3.5.1 Institutional Obligation., page 151
xiSection B.8: Complimentary Admissions, NCAA Compliance Audit Guide; ACUA Guide to 
Audits of NCAA Athletics Compliance- Association of College and University Auditors, 2004; 
page 82
xii See http://web1.ncaa.org/ncaaeada/np.jsp


